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INTRODUCTION. 


At  the  meeting  of  the  Special  Committee  on  Rapid  Transit  of  the 
Select  and  Common  Councils  of  the  City  of  Philadelphia,  held  on 
March  25,  1914,  the  Philadelphia  Rapid  Transit  Company,  submitted  a 
proposal  for  “Rapid  Transit  Development  with  Universal  Free  Trans¬ 
fers.” 

At  the  same  meeting  the  Director  of  the  Department  of  City  Transit 
submitted  a  counter-proposal  in  the  form  of  a  tentative  suggestion, 
and  called  attention  to  the  enormous  cost  which  the  P.  R.  T.  Co.’s 
proposal  would  impose  upon  the  City  if  accepted. 

Following  there  is  shown  an  analysis  of  these  two  proposals  and 
their  comparative  value  and  cost  to  the  City  and  a  comparison  of  the 
protection  afforded  to  the  Company. 

The  proposal  of  the  Department  of  City  Transit  contemplates  the 
early  construction  of  all  rapid  transit  lines  recommended  for  immediate 
construction  in  the  Transit  Commissioner’s  Report,  with  the  Chestnut 
Street  Subway  and  Camden  Tube  added,  and  for  the  abolition  of 
exchange  tickets  and  the  adoption  of  universal  free  transfers  throughout 
the  City,  under  a  general  plan  which  will  afford  reasonable  protection  to 
the  P.  R.  T.  Co.  without  imposing  an  undue  and  prohibitive  burden 
upon  the  taxpayers  of  Philadelphia. 
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P.  R.  T.  CO.  PROPOSITION. 


Company’s  Investment:  Estimated  Cost. 

Frankford  Elevated,  structure .  $6,510,000 

Frankford  Elevated,  equipment .  2,402,000 


Total .  $8,912,000 

(Company  to  secure  lease  of  Camden  Tube,  costing  $6,000,000  in  5  per 
cent,  bonds,  and  control  thereof  to  be  vested  in  P.  R.  T.  Co.) 


City’s  Investment: 

Broad  Street  Subway,  structure .  $34,682,000 

Broad  Street  Subway,  equipment .  7,393,000 

Chestnut  Street  Subway — Darby  Elevated,  structure 

(note) .  12,810,000 

Chestnut  Street  Subway — Darby  Elevated,  equipment 

(note) .  2,045,300 

Total .  $56,930,300 


Note. — P.  R.  T.  Co.  takes  the  position  that  Market  Street  Elevated  Line  has 
reserve  capacity  insufficient  to  justify  the  temporary  operation  of  the  Darby  Ele¬ 
vated  service  through  Market  Street,  and  positively  refuses  to  make  the  necessary 
arrangement  therefor. 


Method  of  Operation: 

Company  to  operate  all  City-built  and  City-equipped  lines  on  the  following 
basis : — 

1.  From  annual  net  earnings  deduct: 

(a)  (No  Company  investment  in  equipment.) 

(&)  Preferential  payment  for  decrease  in  Company’s  net  income  below  year 
prior  to  operation  of  City-built  line,  viz.:  for  Broad  Street  Line, 
year  ending  June  30,  1918;  which  charge  is  cumulative. 

(c)  Interest  and  sinking  fund  on  City’s  investment,  cumulative. 


2.  Divide  balance  of  surplus  earnings  between  City  and  Company  (half  and  half). 
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TENTATIVE  SUGGESTIONS  OF  THE  DEPARTMENT 

OF  CITY  TRANSIT. 


Company’s  Investment:  Estimated  Cost. 

Frankford  Elevated,  structure .  $6,510,000 

Frankford  Elevated,  equipment .  2,402,000 

Broad  Street  Subway,  equipment .  7,393,000 


Chestnut  Street  Subway — Darby  Elevated,  equipment. .  2,045,300 


Total 


$18,350,300 


(Company  to  secure  lease  of  Camden  Tube,  costing  $6,000,000  in  5  per 
cent,  bonds,  and  control  thereof  to  be  vested  in  P.  R.  T.  Co.) 


City’s  Investment: 

Broad  Street  Subway,  structure .  $34,682,000 

Chestnut  Street  Subway — Darby  Elevated,  structure 

(note) .  12,810,000 


Total .  $47,492,000 

Note. — P.  R.  T.  Co.  takes  the  position  that  Market  Street  Elevated  Line  has 
reserve  capacity  insufficient  to  justify  the  temporary  operation  of  the  Darby  Ele¬ 
vated  service  through  Market  Street,  and  positively  refuses  to  make  the  necessary 
arrangernent  jtheref  or. 


Method  of  Operation: 

Company  to  operate  all  City-built  lines  on  the  following  basis : 

1.  From  annual  net  earnings  deduct: 

(a)  Interest  on  Company’s  investment  therein  at  6  per  cent.,  cumulative. 

(b)  For  the  first  five  years  of  operation  of  each  City-built  line,  but  not 

thereafter,  a  preferential  payment  to  equal  the  net  decrease,  if 
any,  in  the  net  income  of  the  Company  derived  from  all  its  surface 
lines  and  its  rapid  transit  lines  below  the  actual  net  income  for  year 
to  June  30,  IQ14,  which  decrease  is  caused  solely  by  the  diversion 
of  traffic  by  such  City-built  lines.  Amount  of  this  preferential 
payment,  or  payments,  not  to  exceed  $500,000  in  any  one  year. 

In  case  of  disagreement  as  to  amount  of  preferential  payment,  question 
to  be  arbitrated  by  one  representative  each  of  City,  Company  and 
Public  Service  Commission,  whose  findings  shall  be  subject  to 
review  and  final  decision  by  the  Public  Service  Commission. 

(c)  Interest  and  sinking  fund  on  City’s  investment,  cumulative. 

2.  Divide  balance  of  surplus  earnings  between  City  and  Company  in  proportion 
to  their  relative  investment  in  all  new  rapid  transit  lines. 
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P.  R.  T.  CO.  PROPOSITION  (Continued) 

3.  Outside  of  delivery  district  free  transfers  with  all  surface  lines  at  points  of 
intersection  at  stations,  and  also  with  other  rapid  transit  lines ;  division  of  fare  to  be 
lyi  cents  to  City  and  lyi  cents  to  Company. 


4.  After  Market  Street  Subway  reaches  capacity  (estimated  by  1940),  when  City 
builds  Chestnut  Street  Subway-Darby  Elevated  Line,  Company  to  operate  it  with 
Frankford  Elevated  Line  as  a  through  line  on  above  basis.  Company  to  be  allowed 
6  per  cent,  return  on  its  investment  in  Frankford  Line. 


Note. — City  to  be  permitted  to  capitalize  its  interest  and  sinking  fund  accruals 
to  end  of  first  year  of  operation.  Company  to  be  permitted  to  capitalize  its  interest 
accruals  to  end  of  first  year  of  operation.  Such  accruals  as  are  capitalized  shall 
not  be  taken  out  of  earnings. 


Universal  Transfers: 

Beginning  October  1,  1914,  Company  to  discontinue  3-cent  exchange  tickets  and 
establish  outside  of  central  delivery  district  universal  free  transfers  between  surface 
lines  and  between  surface  and  rapid  transit  lines. 

To  compensate  Company  for  annual  loss  of  revenue  from  exchange  tickets,  which 
amounted  to  $794,264  for  year  1913,  City  to  amend  1907  Contract  as  follows: 

(a)  Extend  expiration  of  Contract  for  seven  years,  from  1957  to  1964. 

(&)  City  to  waive  annual  payments  in  lieu  of  repairs  of  paving  and  license  fees, 
amounting  to  upwards  of  $500,000  per  year,  and  also  tax  on  dividends  of  subsidiary 
companies  of  about  $116,000  per  year. 

(c)  Present  sinking  fund  payments  of  $120,000  per  annum  to  be  suspended  for 
next  ten  years  and  thereafter  to  be  so  graded  as  to  extingiuish  par  value  of  Com¬ 
pany’s  stock  in  remaining  forty  years. 
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DEPARTMENT'S  SUGGESTIONS  (Continued) 

3.  Free  transfers  between  all  surface  lines  and  new  rapid  transit  lines  (Camden 
excepted)  at  points  of  intersection  at  stations,  division  of  fare  to  be  3  cents  to  City 
and  2  cents  to  Company;  and  also  with  other  rapid  transit  lines,  division  of  fare 
to  be  2^  cents  to  City  and  lyz  cents  to  Company;  such  free  transfers  to  be  regu¬ 
lated  to  such  extent  only  as  may  be  necessary  to  protect  the  interests  of  the  public. 

4.  When  the  City  builds  Chestnut  Street  Subway-Darby  Elevated  Line,  Com¬ 
pany  to  operate  it  with  Frankford  Elevated  Line,  as  a  through  line  on  above  basis, 
and  the  earnings  on  Frankford-Chestnut-Darby  Line  to  be  divided  on  above  basis. 

5.  City  to  have  right  to  require  Company  to  operate  on  above  basis  additonal 
rapid  transit  lines  or  extensions  which  the  City  may  from  time  to  time  build  and 
equip. 

6.  The  profit  from  Camden  Tube  at  3-cent  fare,  the  2-cent  payment  to  surface 
lines  for  transfers  and  the  preferential  payment  to  compensate  for  surface  losses. 

7.  City  to  have  right  to  require  Company  to  extend  its  existing  surface  system 
from  time  to  time,  as  the  Public  Service  Commission  may^  determine  to  be  neces¬ 
sary  for  public  convenience. 

8.  The  1907  Contract  to  be  extended  for  seven  years.  In  future  division  of 
earnings,  provided  under  Contract,  City  to  receive  during  last  seven  years  of  ex¬ 
tended  Contract  and  thereafter  (if  property  is  not  purchased  at  expiration  of  ex¬ 
tended  term)  all  surplus  earnings  over  6  per  cent,  on  par  value  of  P.  R.  T.  Co.  stock. 

Note.' — City  to  be  permitted  to  capitalize  its  interest  and  sinking  fund  accruals 
to  end  of  first  year  of  operation.  Company  to  be  permitted  to  capitalize  its  in¬ 
terest  accruals  to  end  of  first  year  of  operation.  Such  accruals  as  are  capitalized 
shall  not  be  taken  out  of  earnings. 


Universal  Transfers. 

The  above  plan  suggested  by  the  Department  would  eliminate  over  one-half 
of  the  exchange  tickets  automatically  in  a  manner  which  would  impose  no  undue 
burden  on  the  P.  R.  T.  Co.  or  on  the  City. 

The  remainder  thereof  should  also  be  eliminated  in  a  manner  to  be  agreed  upon  , 
and  universal  transfers  should  be  secured  to  all. 
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VITAL  DIFFERENCES  BETWEEN  PROPOSALS  OF  P.  R.  T. 

CO.  AND  DEPARTMENT  OF  CITY  TRANSIT. 

At  this  time  the  attention  of  the  public  should  be  given  to  the  main 
and  vital  points  at  issue  between  the  Department  of  City  Transit 
representing  the  people  of  Philadelphia  and  the  P.  R.  T.  Co.,  leaving 
out  the  minor  points  of  difference  which  exist. 

FRANKFORD  AND  CAMDEN  LINES  PROFITABLE. 

In  brief,  the  P.  R.  T.  Co.  offers  to  build  the  Frankford  Elevated 
Line  as  an  extension  of  the  present  Market  Street  Subway-Elevated 
Line,  and  to  also  extend  the  present  Market  Street  Subway-Elevated 
service  through  a  tube  to  Camden.  Throughout  the  negotiations  the 
representatives  of  the  P.  R.  T.  Co.  have  agreed  that  these  two  lines 
will  in  themselves  be  profitable  undertakings. 

The  figures  of  the  Department  of  City  Transit  show  that  the  Frank¬ 
ford  Elevated  Line  operated  as  an  extension  of  the  present  Market 
Street  Subway-Elevated  Line  will  earn  8.5%  on  the  investment  in 
1922,  such  percentage  increasing  up  to  11.1%  on  the  investment  at 
1930.  The  figures  of  the  Department  of  City  Transit  likewise  show 
that  the  operation  of  the  Camden  Tube  will  earn  12.7%  on  the  invest¬ 
ment  in  1922,  increasing  up  to  17.0%  on  the  investment  in  1930. 

The  people  should  realize  just  why  these  two  lines  will  produce 
such  large  returns  on  the  money  invested  therein. 

FRANKFORD  LINE  TRAFFIC  IN  LIGHT  DIRECTION. 

The  Frankford  Elevated  Line  will  enable  the  P.  R.  T.  Co.  to  serve 
the  Frankford  District  on  a  most  economical  basis,  because  the  present 
Market  Street  subway  is  loaded  in  the  east-bound  direction  in  the 
morning  with  the  cars  running  light  westwardly,  and  in  the  west-bound 
direction  in  the  evening  with  the  cars  running  light  eastwardly.  By 
extending  this  car  service  directly  through  to  Frankford,  the  only  car 
service  which  will  have  to  be  added  will  be  that  required  on  the  elevated 
structure  between  Front  and  Arch  Streets  and  Frankford.  The  trains 
already  running  light  westwardly  in  the  subway  in  the  morning  will  fur¬ 
nish  adequate  accommodation  to  the  Frankford  business  without  extra 
cost  to  the  Market  Street  Subway;  those  running  light  eastwardly  in 
the  evening  will  furnish  adequate  service  for  the  Frankford  business 
without  extra  cost  to  the  Market  Street  Subway.  The  same  condi¬ 
tion  will  obtain  during  the  hours  of  lighter  traffic. 
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NO  ADDITIONAL  COST  FOR  CAMDEN  TUBE  OPERATION. 


As  for  the  Camden  Tube,  it  is  proposed  to  discontinue  the  opera¬ 
tion  of  the  Market  Street  Subway  trains  southbound  on  Delaware 
Avenue  to  South  Street,  and  to  operate  the  same  trains  directly  under 
the  Delaware  River  to  Camden,  a  shorter  distance  instead.  Thus, 
the  P.  R.  T.  Co.  will  be  enabled  to  substitute  for  the  operation  of  what 
is  practically  dead  mileage  south  on  Delaware  Avenue  to  South  Street, 
live  and  profitable  mileage  under  the  Delaware  River.  This  will  be 
highly  profitable  on  a  3-cent  fare  basis  without  any  additional  cost  of 
operation,  or  any  additional  investment  for  rolling  stock  or  power 
houses.  The  only  additional  charge  which  will  be  placed  upon  the 
P.  R.  T.  Co.  will  be  the  interest  on  the  cost  of  the  tube,  which  will  be 
about  $300,000  per  year.  It  is  thus  easy  to  see  just  why  the  P.  R. 
T.  Co.  is  not  only  willing  but  anxious  to  build  these  two  lines  to 
balance  the  West  Philadelphia  traffic,  as  the  undertaking  will  result  in 
great  profit  to  that  Company. 


SURPLUS  EARNINGS  ABOVE  6  PER  CENT.  INTEREST. 

For  the  thirteen-year  period  from  commencement  of  operation  of 
new  lines  in  1918  to  1930,  it  is  estimated  that  the  surplus  earnings  to 
the  P.  R.  T.  Co.  above  6  per  cent,  return  on  the  actual  investment  in 
these  lines  will  be  $3,585,800  for  the  Frankford  Line  and  $6,843,900 
for  the  Camden  Tube,  or  a  total  of  $10,429,700.  For  the  last  year 
of  this  period,  1930,  the  estimated  surplus  earnings  are  $512,900  for 
Frankford  and  $719,100  for  Camden,  and  thereafter  this  surplus  will 
increase  at  a  rapid  rate. 

At  present  the  City  controls  the  granting  of  these  valuable  rights 
and  the  P.  R.  T.  Co.  is  endeavoring  to  obtain  franchises  covering  the 
construction  of  these  two  lines  in  connection  with  the  present  Market 
Street  Subway-Elevated  Line  together  with  consent  to  abandon  train 
operation  on  the  Delaware  Avenue  Elevated  Line  from  Market  Street 
to  South  Street. 
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PROPOSED  CONSIDERATIONS  TO  CITY  FOR  VALUABLE 

FRANCHISES. 

Here  is  what  is  offered  to  the  City  in  return  for  these  two  most 
valuable  franchises : 

1.  Payments  for  Exchange  Tickets. 

The  privilege  of  securing  universal  transfers  between  surface  lines 
by  paying  to  the  P.  R.  T.  Co.  annual  sums  increasing  from  $746,000 
per  year  in  1916  up  to  $852,500  per  year  in  1930,  and  still  increasing 
thereafter  annually,  as  an  offset  to  what  the  Department  believes  to 
be  an  illegal  and  untenable  3-cent  charge  for  exchange  tickets,  which  in 
1913  produced  a  revenue  to  the  P.  R.  T.  Co.  of  $794,264  and  which,  if 
prepetuated  and  allowed  to  increase  would  become  approximately 
$960,000  by  1930.  If  the  opinions  of  eminent  counsel  which  have  been 
received  and  published  be  sustained,  and  if  the  Department  succeeds 
in  proving  its  contention  that  the  exchange  ticket  charge  is  unreason¬ 
able,  and  constitutes  a  discrimination  against  persons  and  localities, 
this  source  of  revenue  of  the  P.  R.  T.  Co.  may  be  wiped  out  by  the 
Public  Service  Commission  without  cost  to  the  taxpayers.  Is  there 
any  wonder  that  the  P.  R.  T.  Co.  realizes  the  precarious  nature  of  this 
vital  source  of  income,  and  that  they  attempt  to  perpetuate  this  un¬ 
reasonable  charge  by  asking  the  taxpayers  of  Philadelphia  to  agree  to 
pay  scores  of  millions  of  dollars  out  of  taxes  during  the  next  fifty  years, 
instead  of  running  any  further  chance  of  losing  this  valuable  and 
increasing  source  of  income  amounting  at  the  outset  to  nearly  3  per 
cent,  upon  the  present  P.  R.  T.  Co.’s  stock,  but  which  can  be  regulated 
out  of  existence  by  the  Public  Service  Commission?  A  large  part  of 
this  exchange  ticket  revenue  will  disappear  with  the  construction  of 
the  proposed  rapid  transit  lines,  and  this  is  the  reason  for  the  injection 
of  this  subject  at  this  time. 

2.  Operation  of  Broad  Street  Subway  by  Company  Under  Con¬ 
ditions  Onerous  to  City. 

The  P.  R.  T.  Co.  offers  to  operate  the  Broad  Street  Subway  and 
Delivery  Loop  at  cost  provided  the  City  builds  and  equips  them,  but 
stipulates  that  (A)  the  Company  be  assmed  against  any  reduction  in 
its  net  earnings  prior  to  the  operation  of  City-built  lines  by  a  first  Hen 
on  the  net  earnings  of  the  combined  system,  and,  (B)  2^^  cents  for 
every  passenger  transferring  between  the  Broad  Street  Subway  and 
the  P.  R.  T.  Co.  surface  lines. 
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(A)  As  to  the  proposed  guarantee  of  the  P.  R.  T.  Co.’s  net  earnings, 
while  it  is  true  that  the  City  of  New  York,  in  the  recent  contracts  for 
new  rapid  transit  lines,  has  guaranteed  the  past  net  earnings  from  the 
present  City-owned  subway,  under  the  terms  of  the  new  contract  it 
has  the  right  of  repurchase  of  these  lines  after  ten  years  and  has  thus 
protected  itself. 

With  regard  to  (B)  the  proposed  half  and  half  division  of  earnings 
from  passengers  transferring  between  surface  cars  and  the  Broad  Street 
Subway,  this  is  manifestly  unjust  to  the  Subway,  as,  for  transfers  with 
surface  lines  located  beyond  three  miles  from  the  central  business 
district,  the  average  distance  travelled  on  surface  lines  is  estimated  at 
one  mile  versus  three  miles  on  Subway,  and  strictly  proportioned  on 
length  of  ride  would  divide  the  nickel  one-fourth  to  the  P.  R.  T.  Co. 
and  three-fourths  to  the  City.  In  order  that  there  might  be  no  question 
as  to  the  fairness  of  the  division,  and  to  compensate  the  P.  R.  T.  Co. 
in  part  for  its  surface  losses,  this  Department  has  suggested  increasing 
the  Company’s  proportion  to  2  cents,  which  would  leave  the  City 
3  cents.  The  difference  to  the  P.  R.  T.  Co.  between  2^  cents  and 
2  cents  from  such  Broad  Street  transfers  is  estimated  to  amount  to 
$92,600  for  1920,  increasing  annually  thereafter. 

Figures  are  now  being  prepared  to  show  this  division  for  such  trans¬ 
fers  within  three  miles  of  the  central  district.  While  in  the  Transit 
Commissioner’s  Report  the  transfers  between  surface  lines  and  sub¬ 
way-elevated  lines  were  limited  to  portions  of  the  City  beyond  three 
miles  from  the  central  district,  the  Department  of  City  Transit  later 
aiTived  at  the  conclusion  that  such  free  transfers  should  be  issued  at 
all  points.  The  Director  presented  this  conclusion  to  the  Committee 
at  an  early  meeting  and  the  P.  R.  T.  Co.,  in  consequence,  acceded 
to  this  point. 

Thus  by  reason  of  this  City’s  guarantee  of  Company’s  net  earnings, 
the  P.  R.  T.  Co.  proposes  to  tie  the  City  up  in  such  a  manner  as  will 
force  the  City  during  the  next  fifty  years  to  grant  the  P.  R.  T.  Co.  the 
exclusive  right  to  operate  all  municipally  built  and  equipped  lines  on  a 
basis  which  will  be  prohibitive. 

The  City  would  therefore  not  be  able  to  build  the  Darby-Chestnut 
Line  and  connect  it  with  the  Frankford  Line  and  thus  secure  the  profits 
arising  from  the  operation  of  the  Frankford  Line  in  excess  of^six  per  cent, 
on  the  P.  R.  T.  Co.’s  investment  therein. 
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INDEPENDENT  OPERATION  OF  CITY-BUILT  LINES. 

If,  instead  of  arranging  with  the  P.  R.  T.  Co.  for  the  construction 
of  certain  lines  and  for  the  operation  of  these  and  of  the  City-built 
lines,  an  independent  corporation  be  secured  to  accomplish  these  pur¬ 
poses,  it  is  believed  that  for  a  small  consideration  such  a  plan  could  be 
accomplished;  resulting  in  as  large  a  measure  of  rapid  transit  devel¬ 
opment,  and  thereby  the  City  would  not  have  imposed  upon  its  treasury 
the  heavy  charges  and  subsidies  contained  in  the  proposals  of  the  P.  R. 
T.  Co.  Such  an  independent  system  would  entail  the  construction 
by  the  City  of  the  Broad  Street  Subway,  Darby  Elevated  and  Chestnut 
Street  Subway  Lines,  and  the  only  added  investment  over  the  tentative 
suggestions  of  the  Department,  outlined  above,  would  be  the  struc¬ 
ture  of  the  profitable  Frankford  Elevated  Line.  Such  independent 
operator  should  be  able  to  secure  the  construction  of  the  highly  remun¬ 
erative  Camden  Tube  to  be  connected  with  the  Chestnut  Street  Sub¬ 
way  and  would  provide  the  equipment  for  all  of  these  lines. 

This  independent  operator  should  have  no  difficulty  in  financing 
its  equipment  investment,  which,  under  the  plan  proposed,  would  be  a 
first  lien  upon  the  proposed  leasehold  and  thus  upon  the  earnings  derived 
from  the  City-built  structures  and  also  upon  the  equipment  thereof. 
Estimates  show  that  from  the  outset  the  net  earnings  of  the  Broad 
Street  Subway  would  be  double  the  interest  upon  the  operator’s  in¬ 
vestment  in  equipment  and  the  net  earnings  of  the  Frankford-Chestnut- 
Darby  Line  would  be  more  than  one  and  one-half  times  the  interest 
upon  the  operator’s  equipment  thereof.  In  addition  to  this  ample 
margin,  the  operator  should  have  a  first  lien  on  the  large  surplus  earn¬ 
ings  of  the  Camden  Tube. 

Under  such  a  plan  of  independent  operation  the  City  would  not 
be  saddled  with  an  expensive  charge  for  the  protection  of  the  present 
earnings  of  the  surface  system,  and  competition  would  abolish  at  the 
outset,  without  expense  to  the  City,  over  one-half  of  the  exchange 
tickets.  Regardless  of  this  factor,  hovrever,  the  Public  Service  Com¬ 
mission  should  be  petitioned  to  inquire  into  the  unreasonableness  of 
the  exchange  ticket  charge  and  the  discrimination  which  results  there¬ 
from  against  persons  and  localities,  to  the  end  that  the  exchange  tickets 
may  be  abolished,  unless  an  agreement  be  reached  with  the  P.  R.  T. 
Co.  with  relation  to  the  discontinuance  of  exchange  tickets  and  the 
substitution  of  universal  free  transfers  therefor  in  conjunction  with 
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rapid  transit  development,  in  a  manner  which  will  impose  no  undue 
hardship  upon  the  taxpayers  and  citizens  of  Philadelphia  on  the  one 
part  or  upon  the  P.  R.  T.  Co.  on  the  other  part. 

SUMMARY  OF  PHILADELPHIA  RAPID  TRANSIT 
COMPANY’S  PROPOSALS. 

Summarizing  the  P.  R.  T.  Co.’s  proposals  means  the  following: 

1.  The  P.  R.  T.  Co.  would  be  allowed  to  increase  its  net  earnings 
as  follows: 

(a)  By  the  building  of  the  highly  profitable  Camden  and  Frankford 
Lines. 

(h)  By  the  natural  increase  in  business  year  by  year. 

(c)  By  the  abnormal  increase  in  business  on  the  Company’s  system, 
which  would  be  derived  from  the  construction  of  both  the  City-built 
and  Company-built  high-speed  lines. 

(d)  By  the  increase  in  traffic  which  will  naturally  result  from  the 
abolition  of  the  exchange  ticket. 

(e)  By  the  economies  which  the  P.  R.  T.  Co.  can  put  into  operation 
in  routing  their  present  lines  in  a  manner  which  will  leave  out  of  con¬ 
sideration  the  protection  of  exchange  ticket  business,  which  has  been  a 
limiting  factor  heretofore. 

2.  The  City,  upon  the  opening  of  the  Broad  Street  Subway  in 
1919,  is  called  upon  to  guarantee  for  fifty  years  to  1964  the  P.  R.  T. 
Co.’s  present  net  earnings  increased  as  aforesaid.  It  is  estimated  such 
guarantee  would  cost  the  City  under  normal  conditions  for  1921, 
$698,400,  and  for  the  twelve  years  to  1930,  $2,281,200. 

3.  The  payment  to  the  P.  R.  T.  Co.  for  passengers  transferred 
between  Broad  Street  Subway  and  surface  line  is  proposed  on  a  2>^-cent 
basis.  The  excess  payment  to  the  P.  R.  T.  Co.  above  a  payment  for 
these  passengers  on  a  length  of  ride  or  “passenger-mile”  basis  is  esti¬ 
mated  to  cost  the  City  $325,300  in  1920,  and  for  the  twelve  years  to 
1930,  $5,806,700. 
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4.  While  the  P.  R.  T.  Co.  offers  to  operate  the  City-built  and  City- 
equipped  Broad  Street  Subway  “at  cost”  (after  having  its  surface  lines 
guaranteed  against  loss),  it  proposes  to  divide  half  and  half  with  the 
City  all  surplus  earnings  from  the  Broad  Street  Subway  above  the  City’s 
interest  and  sinking  fund,  although  the  P.  R.  T.  Co.  has  no  investment 
therein.  In  the  Department’s  plan,  it  is  proposed  to  divide  these  surplus 
earnings  in  proportion  to  investment  by  City  and  Company.  The 
Department’s  plan  provides  for  $9,438,300  larger  investment  by  the 
Company  than  the  P.  R.  T.  Co.’s  proposals. 

5.  The  P.  R.  T.  Co.’s  proposals  postpone  at  the  outset  the  con¬ 
struction  of  the  Broad  Street  Subway  and  other  City-built  lines  by 
at  least  one  year,  make  it  impossible  to  build  the  Darby  Line  to  con¬ 
nect  at  once  with  the  Market  Street  Elevated,  and,  in  general,  on  the 
terms  offered  would  defer  for  a  number  of  years,  if  not  entirely  prevent, 
the  comprehensive  development  of  rapid  transit  for  the  City  of  Phila¬ 
delphia. 

DEPARTMENT’S  PLAN  FAIR  AND  PRACTICABLE,  AND 
PROVIDES  FOR  FUTURE  DEVELOPMENT. 

The  Department’s  plan  protects  the  P.  R.  T.  Co.  in  a  reasonable 
manner  from  loss  of  present  net  earnings  due  to  the  operation  of  the 
proposed  City-built  lines,  besides  making  possible,  although  not  guar¬ 
anteeing,  large  increases  in  the  gross  and  net  revenue  of  the  Company. 
It  provides  a  fair,  practicable  basis  for  the  construction  of  the  Broad 
Street  Subway,  Frankford,  Darby  and  Camden  high-speed  lines  and 
leaves  the  City  in  possession  of  the  power  to  develop  these  rapid  transit 
facilities  as  the  public  may  require. 


ESTIMATED  DIFFERENCE  TO  THE  CITY  BETWEEN  P.  R.  T. 

CO.’S  PROPOSALS  AND  DEPARTMENT’S  SUGGESTIONS. 

For  the  twelve  years  from  1919  to  1930  it  is  estimated  by  the  Depart¬ 
ment  that  the  difference  in  favor  of  the  Company  and  against  the  City, 
between  the  P.  R.  T.  Co.’s  proposals,  excluding  the  Darby  Line,  and  the 
Department’s  plan,  including  the  Darby  Line,  will  amount  to  $6,388,- 
000,  which  the  P.  R.  T.  Co.  proposes  shall  be  charged  to  the  taxpayer, 
besides  depriving  the  public  for  fifty  years  of  the  ability  to  enforce 
further  rapid  transit  development. 
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COST  TO  TAXPAYER  OF  ELIMINATION  OF  EXCHANGE 

TICKETS. 


The  people  must  imderstand  just  what  hability  it  is  proposed  to 
saddle  upon  the  taxpayers  in  return  for  the  substitution  of  universal 
transfers  for  the  possibly  illegal  and  discriroinatory  exchange  tickets. 

The  suggestion  is  to  meet  the  loss  in  exchange  ticket  revenue  by 
concessions  with  respect  to  certain  payments  which  the  P.  R.  T.  Co. 
is  now  obligated  to  make  to  the  City  either  under  the  charters  of  the 
underlying  companies  or  under  the  contract  of  1907. 

These  items  of  expense  of  the  P.  R.  T.  Co.  include: — 

Item.  Per  Anmun. 


1.  The  annual  pa^mient  to  the  City  in  Heu  of 

repa^dng  streets,  etc.,  at  present  about.  .  8500,000 

2.  The  annual  pa^mient  to  the  City  for  taxes 

on  di\ddends  of  certain  of  the  imder- 

l3dng  companies,  now  approximating.. .  .  115,000 

3.  The  annual  pa^nnent  into  the  Sinking  Fimd, 

imder  the  contract  of  July  1,  1907,  at 
present .  120,000 


The  total  of  these  items  is  now  ap¬ 
proximately .  $735,000 


The  Sinking  Fimd  pa^nnents  which  it  is  proposed  to  defer  for  a 
period  of  ten  years,  amoimt  to  $1,320,000  in  that  period;  in  addition 
to  this  postponement  of  Sinking  Ftmd  pa^mients,  the  City  is  asked  to 
give  up : — 

1.  The  annual  payments  which  it  now  receives  from  the  P.  R.  T. 
Co.  in  lieu  of  repaving  of  streets,  etc. 

2.  The  annual  payments  which  it  now  receives  from  the  P.  R.  T. 
Co.  as  taxes  on  the  dividends  of  certain  of  the  underl^dng  companies. 

The  1907  Contract  provides  that  the  annual  payments  in  lieu  of 
repaving  streets,  etc.,  shall  increase  every  ten  years  during  the  period 
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of  the  Contract,  $50,000  per  year  until  the  annual  payment  becomes 
$700,000,  and  further  that  these  annual  payments  shall  also  be  in¬ 
creased  annually  as  additional  streets  are  occupied  by  car  tracks.  The 
sum  of  these  two  items  which  the  City  is  asked  to  give  up  for  the  period 
of  fifty  years  will  be  at  the  rate  of  approximately  $622,500  per  annum 
for  the  first  year,  increasing  up  to  $1,028,500  in  the  fiftieth  year,  or  an 
average  of  $829,300  per  year  for  fifty  years,  or  a  total  of  $41,467,000. 
For  the  City  to  make  this  grant  to  the  P.  R.  T.  Co.  at  the  expense  of 
the  taxpayers  and  thus  enable  the  P.  R.  T.  Co.  to  perpetuate  its  present 
revenue  from  what  is  believed  to  be  an  illegal  charge  for  exchange 
tickets,  in  that  it  is  discriminatory  against  persons  and  localities,  would 
be  unjust. 


CONCESSIONS  OBTAINED  BY  P.  R.  T.  CO.  IN  1907  CONTRACT. 

In  order  that  all  parties  in  interest  may  realize  how  generous  the 
City  of  Philadelphia  has  been  to  the  P.  R.  T.  Co.  in  the  past,  and  what 
unusual  obligation  rests  upon  the  P.  R.  T.  Co.  to  reciprocate  by  aiding 
the  City  in  establishing  rapid  transit  facilities,  a  clear  understanding 
should  be  had  of  some  of  the  concessions  granted  to  the  P.  R.  T.  Co. 
under  the  1907  Contract. 

At  the  time  of  the  execution  of  that  Contract,  the  P.  R.  T.  Co.  was 
bound  to  maintain  and  repair  the  paving  from  ciurb  to  curb  on  streets 
occupied  by  its  car  tracks  and  renew  the  same  when  worn  out.  The 
pavement  was  then  approximately  thirteen  years  old,  and,  not  having 
a  concrete  foundation,  had  a  life  of  about  twenty-five  years.  The 
estimated  cost  of  this  paving  was  $15,000,000,  and,  therefore,  the  ac¬ 
crued  liability  of  the  P.  R.  T.  Co.  for  the  renewal  thereof,  due  to  its 
being  half  worn  out,  amounted  to  approximately  $7,500,000,  from  which 
the-P.  R.  T.  Co.  was  exonerated  by  the  City  under  the  Contract. 

If  the  1907  Contract  had  not  been  made,  the  annual  liability  of  the 
P.  R.  T.  Co.  with  respect  to  various  items  referred  to  therein  would  have 
been  in  the  amount  shown  in  Column  1  of  the  following  table.  By  the 
operation  of  the  1907  Contract,  this  annual  liability  as  of  1913  was 
reduced  to  the  amount  shown  in  Column  2,  following: 
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PRESENT  ESTIMATED  ANNUAL  CASH  VALUE  TO  P.  R.  T. 

CO.  OF  1907  CONTRACT. 


Liability  for  Payments  to 
Annual  Payment  City  Under 
Under  Ordinance  1907 

Conditions  Contract. 

Existing  Previous  (Actual  for 
to  1907  (Estimated).  1913.) 


Pavement  maintenance . 

Snow  removal . 

(As  per  City  Solicitor  Kin¬ 
sey’s  Opinion  of  1904) . 

Depreciation  Fund  for  renewal  of 

pavement  when  worn  out . 

Licenses . 

Sinking  Fund . 


$400,000  ->1 

200,000 


y  $500,639 


750,000 

117,500. 

0  120,000 


Total 


$1,467,500  $620,639 


Cash  advantage  to  P.  R.  T.  Co 


$846,861 


As  shown  above  the  P.  R.  T.  Co.  has  been  relieved  by  the  1907 
Contract  of  a  present  annual  Habihty  of  $846,861. 

It  is  estimated  that  this  cash  advantage  to  the  P.  R.  T.  Co.  during 
the  fifty  years  of  the  1907  Contract  will  amoimt  to  $27,533,000.  To 
this  should  be  added  the  accrued  pavement  renewal  liability  of  the 
Company  in  1907  of  about  $7,500,000,  making  a  total  obligation  of  the 
P.  R.  T.  Co.  of  $35,033,000  canceled  in  this  way  by  the  1907  Contract. 

The  fact  should  not  be  overlooked  that  the  P.  R.  T.  Co.  has  also 
received  a  considerable  advantage  by  various  changes  which  it  has 
made  in  its  method  of  collection  of  fares,  since  entering  into  the  1907 
Contract,  such  as: 

(а)  Discontinuance  of  free  transfers  originally  granted  on  the  six- 
for-a-quarter  strip  tickets. 

(б)  Discontinuance  of  such  strip  tickets. 

(c)  Fixing  of  one  hour  time-limit  on  exchange  tickets. 

All  of  these  changes  have  tended  to  increase  the  payments  for 
transportation  by  passengers  and  have  largely  augmented  the  gross 
revenue  and  net  earnings  of  the  Company. 
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BASIS  OF  TENTATIVE  SUGGESTIONS  OF  DEPARMENT 

OF  CITY  TRANSIT. 

The  suggestions  which  the  Department  of  City  Transit  has  made  to 
the  P.  R.  T.  Co.  in  reply  to  the  proposals  of  that  Company  are 
summarized  as  follows: 


Objects  to  be  Obtained: 

The  objects  sought  to  be  obtained  by  the  Department’s  plan  are  as 
follows : 

1.  To  provide  for  a  comprehensive  and  practicable  system  of  transit 
development  for  the  benefit  of  the  public. 

2.  To  aid  the  P.  R.  T.  Co.  in  every  reascnable  way  to  carry  out 
its  obligations  to  extend  and  develop  its  surface  system  and  to  par¬ 
ticipate  in  establishing  the  new  rapid  transit  lines  on  an  equitable  basis, 

3.  To  limit  to  a  minimum  the  City’s  expenditime  in  aiding  transit 
development,  both  as  to  initial  investment  and  any  deficiency  below 
fixed  charges  of  the  initial  subway  operation. 

4.  To  secure  universal  free  transfers  on  an  equitable  basis. 


Company-built  Lines: 

It  is  proposed  that  the  P.  R.  T.  Co.  proceed  at  once,  under  a  fran¬ 
chise  with  usual  modern  provisions  to  be  granted  by  City,  to  build  and 
equip  the  Frankford  Elevated  Line,  forming  a  continuation  of  the 
Market  Street  Line  from  Front  and  Arch  Streets  to  Frankford. 

P.  R.  T.  Co.  to  secure  control,  through  lease  or  otherwise,  of  the 
Camden  Tube  to  be  constructed  under  the  Delaware  River  from  a 
connection  with  the  Market  Street  Line  near  Second  and  Market  Streets, 
under  similar  franchise  to  be  granted  by  the  City. 
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City-built  Lines: 

It  is  proposed  that  the  City,  as  soon  as  the  necessary  funds  can  be 
appropriated  therefor,  construct  the  Broad  Street  Subway  and  Deliv¬ 
ery  Loop,  substantially  as  recommended  in  the  Transit  Commissioner’s 
Report,  and  lease  the  same  for  a  period  of  fifty  years  to  the  P.  R.  T.  Co., 
which  would  equip  and  operate  this  line  as  part  of  its  system. 

The  City  would  further  build  the  Darby  Elevated  Line  and  the 
Chestnut  Street  Subway  to  a  connection  at  Thirtieth  Street  with  the 
Darby  Elevated  Line  and  at  Front  and  Market  Streets  with  the  Frank- 
ford  Line,  so  that  after  the  construction  of  this  subway  it  would  be 
operated  as  a  through  line  from  Frankford  to  Darby.  It  is  proposed 
that  the  P.  R.  T.  Co.  provide  the  equipment  for  and  operate  the  Darby- 
Chestnut-Frankford  Line.  It  has  been  the  usual  practice  in  connection 
with  the  municipally-built  subways  of  New  York  and  Boston  for  the 
operating  company  to  supply  the  equipment  which  is  in  the  nature  of 
personal  movable  property,  the  life  of  which  is  less  than  the  term  of  the 
operating  contract,  on  the  same  theory  under  which  buildings  are 
usually  rented  unfurnished. 

Investment  by  Company  and  City: — 

Under  this  plan  the  Company’s  investment  would  be  as  follows: — 

Estimated  Cost. 


Frankford  Elevated,  structure .  $6,510,000 

Frankford  Elevated,  equipment .  '  2,402,000 

Broad  Street  Subway,  equipment .  7,393,000 

Chestnut-Darby,  equipment .  2,045,300 


Total .  $18,350,300 


(Company  to  secure  lease  of  Camden  Tube  costing  $6,000,000 
in  5%  bonds  and  control  thereof  to  be  vested  in  P.  R.  T.  Co.) 

The  City’s  investment  would  be  as  follows: — 

Estimated  Cost. 


Broad  Street  Subway,  structure .  $34,682,000 

Chestnut  Street  Subway-Darby  Elevated, 

stmctiure .  12,810,000 


Total 


$47,492,000 
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It  will  be  noted  that  the  sum  of  the  investment  by  both  Company 
and  City,  as  above  stated,  is  $65,842,300,  and  of  this  the  Company’s 
share  of  $18,350,300  is  28%  and  the  City’s  share  of  $47,492,000  is 
is  72%.  Under  the  plan  proposed  in  the  Transit  Commissioner’s 
Report,  by  which  the  Darby  Line  was  to  be  operated  via  Market  Street, 
the  proposed  investment  both  of  Company  and  City  was  $57,578,000, 
of  which  the  Company’s  share  was  $22,896,000,  or  40%,  and  the  City’s 
share  $34,682,000,  or  60%.  It  is  recommended  that  the  City’s  in¬ 
vestment  be  limited  to  a  reasonable  amount,  which  is  above  stated  at 
$47,492,000.  The  proposed  Constitutional  Amendment,  which  is 
designed  to  increase  the  City’s  borrowing  capacity  by  3%  of  assessed 
valuation  on  an  economical  basis  will  add  upwards  of  $50,000,000  to 
the  borrowing  capacity  of  the  City,  which  is  based  upon  the  assessed 
valuation  of  taxable  real  estate,  and  a  large  portion  of  this  stun  will  be 
needed  for  other  municipal  developments.  The  City’s  resources  should 
not  be  drawn  on  more  than  necessary  in  making  the  transit  develop¬ 
ments. 

The  proposed  Constitutional  Amendment  provides  that  such  portion 
of  the  City’s  investment  in  rapid  transit  hnes  as  is  self-supporting  is 
eliminated  from  the  indebtedness  in  calculating  the  borrowing  capacity. 
Consequently  it  is  advisable  that  the  City  should  not  make  too  large 
an  initial  investment  in  advance  of  securing  a  return  thereon. 

Division  of  Net  Earnings  of  City-built  Lines. 

From  the  net  earnings  of  all  City-built  lines,  deduct,  in  the  order 
stated,  the  following: — 

1.  Interest  on  Company’s  investment  therein  at  6%;  such  charge 
to  be  cumulative. 

2.  For  the  first  five  years  of  operation  of  each  City-built  line,  but 
not  thereafter,  a  preferential  payment  to  equal  the  net  decrease,  if 
any,  in  the  net  income  of  the  Company  derived  from  all  its  surface 
hnes  and  its  rapid  transit  lines,  below  the  actual  net  income  for  year 
to  June  JO,  IQ14,  which  decrease  is  caused  solely  by  the  diversion  of 
traffic  by  such  City-built  lines.  Amount  of  this  preferential  payment, 
or  payments,  not  to  exceed  $500,000  in  any  one  year. 

In  case  of  disagreement  as  to  amount  of  preferential  payment, 
question  to  be  arbitrated  by  one  representative  each  of  City,  Company 
and  Public  Service  Commission,  whose  findings  shall  be  subject  to 
review  and  final  decision  by  the  Public  SeiAuce  Commission. 
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3.  Interest  and  sinking  fund  on  City’s  investment  therein;  such 
charge  to  be  ciunulative. 

P.  R.  T.  Co.’s  Ability  to  Finance  Additional  Investment 

Recommended. 

It  will  be  seen  from  the  above  division  of  net  earnings  of  the  Broad 
Street  Subway  and  other  City-built  lines  that  the  P.  R.  T.  Co  should 
be  able  to  raise  without  difficulty  the  investment  proposed  to  be  fur¬ 
nished  by  it,  upon  the  security  of : 

(a)  The  equipment  purchased. 

(b)  By  mortgaging  the  leasehold  upon  which,  as  above  stated,  the 
P.  R.  T.  Co.  would  receive  a  return  upon  its  investment  before  the 
City  secured  any  return  whatever  upon  its  investment,  which  in  the 
case  of  the  Broad  Street  Subway  would  amount  to"  $34,682,000. 

It  is  estimated  that  the  net  revenue  of  the  Broad  Street  Subway 
for  the  second  year  of  operation,  which  is  the  first  year  that  interest  is 
chargeable  against  income  account,  would  be  approximately  twice  the 
Company’s  interest  charge,  and  that  the  net  revenue  of  the  Chestnut- 
Darby  Line  for  the  second  year  of  operation  will  equal  upwards  of  one 
and  one-half  times  the  Company’s  interest  charge  upon  the  equipment 
thereof. 


Preferential  Payment  to  P.  R.  T.  Co. 

The  preferential  payment  to  the  P.  R.  T.  Co.  stated  under  Item  2 
above,  would,  it  is  believed,  limit  the  losses  to  the  P.  R.  T.  Co.,  both 
through  competition  of  the  new  City-built  rapid  transit  lines  and  also 
due  to  the  elimination  of  the  3-cent  exchange  ticket,  and  reasonably 
protect  the  Company. 

As  the  surface  losses,  it  is  expected,  will  only  continue  for  the  first 
few  years  of  operation,  the  preferential  payment  is  limited  to  the  first 
five  years  of  operation  of  any  City-built  line.  The  arrangement  pro¬ 
posed  is  intended  to  cover  any  losses  of  net  earnings  of  the  Company’s 
present  lines  solely  from  competition  of  the  new  rapid  transit  lines, 
and  not  such  losses  as  might  be  incurred  by  business  depression,  strikes, 
accidents,  calamities,  increase  of  operating  cost,  etc.  This  preferential 
payment  should  be  based  on  maintaining  the  present  net  earnings  of 
the  Company,  rather  than  an  estimated  amount  of  future  net  earn¬ 
ings,  as  the  future  increase  of  these  net  earnings  will  be  largely  due  to 
the  rapid  transit  development,  as  well  as  the  construction,  under  the 
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City’s  consent,  of  the  Frankford  Line  and  Camden  Tube.  Conse¬ 
quently,  such  increases  should  not  be  made  a  burden  upon  the  City 
through  the  preferential  payment.  The  amount  of  this  preferential 
payment  should  be  restricted  to  the  reasonable  sum  of  $500,000,  which 
it  is  believed  is  ample  to  accomplish  the  purpose  desired. 

Return  on  City’s  Investment. 

The  third  item  above  referred  to,  namely,  deduction  for  interest 
and  sinking  fund  on  the  City’s  investment,  while  not  fully  earned 
during  the  early  years  of  operation  of  the  City  built  lines,  would  be 
cumulative  and  therefore,  ultimately,  the  City  would  obtain  reimburse¬ 
ment  for  early  losses.  However,  the  indirect  returns  to  the  City  and 
the  public  resulting  from  transit  development  will  be  vast  and  immediate. 

Division  of  Surplus  Earnings. 

After  the  above  deductions  from  net  earnings,  covered  under  Items 
1,  2  and  3,  it  is  proposed  that  the  balance  of  surplus  earnings  should  be 
shared  by  the  City  and  Comipany  in  proportion  to  their  relative  invest¬ 
ment  in  all  new  rapid  transit  lines.  If  this  surplus  be  thus  divided 
there  is  an  additional  incentive  for  the  Company  to  enlarge  its  invest¬ 
ment,  besides  making  it  an  object  for  the  Company  to  operate  the 
City-built  lines  as  efficiently  as  possible. 

The  surplus  earnings  from  City-built  lines  should  not  be  divided 
half  and  half  unless  the  Company  makes  half  the  investment.  In  New 
York  City  the  recent  subway  contracts  provided  for  a  half  and  half 
■division  on  account  of  the  City  and  Company  making  approximately 
an  equal  investment.  In  the  Chicago  Traction  settlement  the  City 
received  fifty-five  per  cent,  of  the  surplus  earnings,  without  making 
any  investment. 

Division  of  Revenue  from  Transfer  Passengers. 

The  division  of  revenue  from  passengers  transferring  between  City- 
owned  rapid  transit  lines  and  surface  lines  of  P.  R.  T.  Co.,  strictly 
speaking,  should  be  on  a  passenger-mile  or  length  of  ride  basis,  which 
it  is  calculated  would  be  approximately  1  cents  to  the  Company  and 
3^  cents  to  the  City.  Consequently,  if  the  Company  should  receive  2 
cents  and  the  City  3  cents  from  the  division  of  this  revenue,  the 
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Company,  it  is  estimated,  would  obtain  a  larger  amount  than  a  division 
of  the  cost  of  this  servdce,  and,  in  connection  with  the  proposed  pre¬ 
ferential  payment  would  be  amply  protected  against  any  competitive 
loss.  On  the  basis  of  the  Company’s  proposed  division  of  2^^  cents  to 
the  City  and  lyi  cents  to  the  Company,  the  additional  cent  charged 
against  the  City  would  be  a  continually  increasing  amount,  resulting 
in  largely  increasing  losses  to  the  City. 

The  division  of  fares  of  passengers  transferring  between  City-built 
rapid  transit  lines  and  Company-built  rapid  transit  lines  should  be  on 
the  basis  of  2^  cents  to  the  City  and  2^  cents  to  the  Company. 

Construction  of  Additional  City-built  Lines: 

The  City  should  have  the  right  to  require  the  P.  R.  T.  Co.  to 
operate  all  additional  hnes  needed  by  the  public  which  may  be  built 
and  equipped  by  the  City.  Financial  considerations  would  prevent 
too  rapid  development  by  the  City,  and  the  Company  would  be  pro¬ 
tected  by  the  preferential  payment  and  by  the  2c-3c.  transfer  division. 

Amendment  of  1907  Contract. 

The  proposed  amendment  or  extension  of  the  1907  Contract  for 
seven  years,  to  1964,  should  among  other  things  carr^^  with  it  provisions 
which  would  limit  the  Company  to  a  6  per  cent,  return  on  its  stock  for 
the  last  seven  years  of  the  proposed  extension  and  thereafter ;  the  City 
to  have  the  right  to  require  the  Company  to  extend  and  build  sirrface 
lines  under  reasonable  restrictions. 

Universal  Transfers: 

The  above  plan  suggested  by  the  Department  would  eliminate  over 
one-half  of  the  exchange  tickets  automatically  in  a  manner  which 
would  impose  no  undue  burden  on  the  P.  R.  T.  Co.  or  on  the  City. 
The  remainder  of  the  exchange  ticket  revenue  could  be  eliminated 
gradually  within  a  limited  time  by  the  P.  R.  T.  Co. 

Conclusions  : 

The  above  plan  will  assure  to  the  Company  the  necessary  credit  on 
which  to  raise  money  for  the  equipment  of  the  City-built  lines  and  the 
maintenance  of  its  existing  credit  as  against  competitive  loss  on  surface 
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system.  The  Department’s  suggestions  also  provide  for  the  division  of 
surplus  earnings,  over  and  above  fixed  charges  of  the  operator  and  of 
the  City,  on  an  equitable  basis  and  place  the  Company  in  a  position  to 
ultimately  make  a  very  substantial  profit  from  the  undertaking.  It 
provides  for  the  immediate  construction  of  the  Broad  Street  Subway 
and  for  the  operation  of  the  Chestnut  Street  Subway  and  Darby  Ele¬ 
vated  Line  at  an  early  date.  It  also  provides  for  universal  free  trans¬ 
fers,  under  such  restrictions  as  may  be  agreed  upon  for  the  best  inter¬ 
ests  of  the  public.  It  would  also  preserve  to  the  City  the  right  to  secure 
additional  rapid  transit  facilities  from  time  to  time  as  needed,  without 
imposing  hardship  upon  the  Company. 


